


































































































increasing raw cane sugar loan rates of 17.0, 17.5, 17.75, and 18.0 cents a
pound. Beet sugar purchase and loan rates are determined in relation to the
support for cane.

The U.S. Government's budget commitment to its sugar price support program is
effectively offset by a system of import fees, duties, and quotas. The purpose
of the border protection system is to prevent cheaper imports from being sub-
stituted for domestic sugar, which would be sold to the Government at the higher
support price. The price needed to ensure commercial marketing of sugar, rather
than its sale to the Government, is called the market stabilization price (MSP).
The MSP includes the raw sugar support rate, freight, handling, interest, and any
other transportation costs associated with selling raw sugar, and an incentive to
encourage processors to sell in the marketplace. Since enactment of the 1981
legislation, the MSP has been significantly above the world market price. During
the same period, quotas have reduced sugar imports by over half, with the balance
of domestlc sweetener requirements being taken up by domestically produced sub-
stitute sweeteners, like HFCS.,

Japan

Govermment control of sugar production in Japan is primarily through the price
control activities of the Sugar Price Stabilization Corporation (SPSC), a quasi-
government corporation. The SPSC stabilizes market prices by purchasing domestic
sugar from manufacturers at prices based on production costs and reselling the
sugar to manufacturers at prices reflecting actual market cost. Domestic sugar
production is subsidized by the SPSC to make it competitive with the cost of
imported sugar. Maximum, target, and minimum prices are set. A flexible import
duty is used to minimize fluctuations in international sugar prices below the set
maximum price. Consumer price ranges are established annually.

Taiwan

The Taiwan Sugar Corporation (TSC) owns almost the entire Taiwanese sugar industry.
However, the corporation functions as a private firm which owns and operates
plantations that produce about a third of all sugarcane. The remainder is produced
by farmers under contract to the TSC. Farmers are guaranteed minimum prices for
their sugar production. :

Thailand

The Govermment of Thailand regulates the wholesale and retail prices of refined
sugar to keep the farm price of cane at attractive levels. Pricing mechanisms used
to control the price of sugar include a business tax on domestic sugar sales and
sugar export premiums. Despite the continued decline in world and farm-gate sugar
prices, the Thailand Govermment has continued its policy of allowing additional
milling capacity to be added.

Special Trading Arrangements

Special trading arrangements are also a form of subsidized output. Such
arrangements differ from national protectionism in their effect on the residual
market in only two respects: they transcend national borders and they provide

direct benefits to some of the countries that would otherwise be most affected by
the national policies of others. The benefits of special arrangements are conferred
by the EC, the Soviet Union, and the United States, whose national policies have
probably most affected the free market.
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The special arrangements may be viewed as recognition by these countries that
their national policies adversely affect other sugar-trading countries with whom
they have historical or ideological ties. Unfortunately, the distribution of such
largess among recipient countries tends to be very uneven, and its effect is to
increase further the adjustments that have to be borne by traders dependent on
residual free market sales.

IMPLICATIONS FOR U.S. SUGAR POLICY

The production cost estimates developed by IMC indicate that U.S. production
costs are clearly well above both current world prices and the prices at which the
major cane sugar exporters can operate profitably. They are also well above the
production costs of domestic HFCS producers. This means that the U.S. sugar
industry is not in a position to compete in an open domestic sweetener market
unless it receives Govermment assistance on a continuing basis. In the absence

of Government assistance, a large number of firms would probably leave the
industry, the industry would probably disappear in some regions, and elsewhere
would undergo extensive reorganization to enable the remaining units to operate
more efficiently.

In a 1976 study, Gemmill estimated that without Govermment assistance, the U.S.
sugar industry would reduce mainland cane production by 34 percent, Hawaiilan

cane production by 12 percent, Puerto Rican cane production by 8 percent, and
mainland beet production by 23 percent (3). The major adjustment in beet produc-
tion would be in California and the Northwest, while that in cane production
would be in Florida. Gemmill contended that only in Florida might the fixity of
assets and the lack of suitable alternative crops pose a problem in the short run.

Gemmill's work is now somewhat dated, but the main results likely still apply.
Now, as then, the main beneficiaries of opening up the U.S. sweetener market
would be domestic users and consumers of sugar and foreign suppliers, especially
those for whom U.S. import quotas currently amount to only a small proportion of
their exports. Opening up the U.S. sweetener market would probably not impact
heavily on the HFCS industry, other than to reduce profits and dampen any tendency
for that industry to expand its share of the sweetener market. As indicated by
the IMC analysis, HFCS production costs are comparable to those of many cane

sugar exporters, so the industry should be able to bear a substantial reduction

in prices without the need to reduce operations.

Considering U.S. sugar policy, if assistance continues to be provided to the

sugar industry, careful consideration must be given to the form of that assistance.
Clearly the existing program has not been efficient in assisting the sugar
industry, mainly because lower cost sugar substitutes have benefited even more
than sugar producers, thereby greatly increasing the costs of the program and
adding unnecessarily to the impact of the program on the international sugar
market.

The beneficial effect on the international market of unilaterally opening up the
U.S. sugar market would probably not offset the detrimental effect that import
quotas have already had over the last few years. As a result of the inroads made
by HFCS under the umbrella of sugar price supports, U.S. sugar imports are now
less than half their level of the early 1980's. This reduction in imports is
equivalent to about 10 percent of the world free market. With sugar's price
elasticity of demand in the free market at -0.4, the drop in U.S. sugar imports
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would account for an initial fall in the world market price of about 25 percent

(3). On this basis, the quotas appear to account for a significant proportion of
the recent decline in world prices.

Removing U.S. quotas and other protective mechanisms would not result in a
commensurate increase in imports and world free market prices. HFCS production
capacity has now been established and HFCS production costs are competitive with
those of the efficient sugar producers, especially in the short term when the
industry needs only to cover variable costs to remain in operation. Thus, any
beneficial effects flowing to the world market from opening up the U.S. sweetener
market would have to come largely from adjustments in U.S. sugar production and
trade. -

Competition with world sugar and domestically produced sugar in the domestic
market would force the price of domestically produced sugar down to about the
level of the world price plus freight and handling charges to U.S. ports of
entry. At this price, U.S. production would compete favorably with production of
world sugar, but at a loss to the domestic sugar industry. Even at the levels of
sugar price supports legislated in the 1981 Act, nine sugarcane refineries, eight
sugarbeet-processing plants, and three sugarcane-processing plants have ceased
operations in the United States since 1981,

The protective policies of other countries--notably the EC--not only depress

world prices, but increase the degree of protection necessary to maintain the U.S.
industry at any particular size and level of prosperity. Thus, one of the policy
options available to the United States may be to use its influence to obtain
reductions in protectionism. If that is unsuccessful, the United States may choose
to engage in a round of retaliatory protection (the "trade war" approach), let its
domestic producers bear the consequences of indirect subsidized foreign competition,
or take a middle-ground stance and adopt a sugar policy of phased reduction.

While the first couree is clearly more acceptable to the short-term specific
interests of U.S. sugar producers, it obviously is less acceptable to the interests
of U.S. consumers who would otherwise be indirectly subsidized by foreign governments.
It also invites further retaliatory action, which would increase the cost of
protection to both economies. Perhaps more important, is the fact that the major
victims of such measures are likely to be the third country exporters. The
political and strategic consequences of this action combined with the adverse
effect on U.S. consumers are likely to outweigh any benefits obtained for domestic
sugar producers. In the longer term, the general interest of society will be
served best through reduced levels of protectionism internationally so that all
will realize the gains, derived through trade, of concentrating production in
countries with a comparative advantage in sugar production.
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Appendix table 1-—-World production of centrifugal sugar, by country or region
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India

China

Japan

Thai land

Other Asia
Cuba

Mexico

United States 1/
Other North Amerdica
Australia

Other Oceania
Africa
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World total

:729 T3.9 T.T 7.8 789 81.6 &.4 9.3 9.8 8.3 845 9.6 100.7 %.8

1/ Includes Hawaii.

1975, 1978, 1982, and 1983.

London, England.

Source: Internmational Sugar Organization, Sugar Year Book,
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Country : : : : : : : : : : : : : :
or - 21970 £ 1971 2 1972 ¢ 1973 : 1974 : 1975 ¢ 1976 : 1977 : 1978 : 1979 : 1980 : 1961 : 1982 : 1983
region : : : : : : : : : : : : : :
: Million metric tons, raw value

Buropean Camunity — : 10.7 10.5 10.5 11.1 1.7 9.5 11.0 10.2 10,9 10.8 11.0 10.6 10.6 10.5
Soviet Union $10.2 104 10.8 11.2 11.3 11.3 1.6 119 121 122 123 12,5 12.7 12.9
Other BEurope : 82 84 87 9.2 91 91 91 95 9.6 99 95 95 10.0 10.0
Brazil : 35 38 41 43 46 50 51 51 53 6.0 6.3 59 6.1 5.9
Other South America : 3.1 3.4 35 35 3.8 3.9 39 40 41 43 4% 44 33 43
India : 38 44 39 38 38 39 40 42 52 6.7 50 S4 6.7 T.2
China :$ 32 33 36 38 42 42 22 32 3.7 3.7 3.6 M43 50 5.5
Japan 30 31 32 33 33 28 32 33 29 32 30 27 3.1 28
Pnilippines : 06 07 07 08 09 09 08 1.0 11 12 1.2 1.1 1.1 1.2
Thailand : 04 o04 o4 0% 05 05 06 06 06 06 0.6 0.6 0.6 0.6
Other Asia : 53 56 58 57 57 56 59 68 77 80 7.9 82 83 87
Cuba : 06 06 05 05 05 05 05 05 05 05 05 06 0.6 0.7
Mexico $ 20 19 21 23 23 25 27 27 29 31 32 33 35 3.2
Otber Central America : 0.9 1.0 0.8 09 1.1 1.1 11 12 1.3 1.2 13 1.3 1.4 1.4
United States 1/ : 10.4 104 10.6 10.6 10.3 9.1 10.0 104 10.0 9.9 9.3 9.0 85 8.1
Other North America : 1.1 1.0 11 12 1.0 11 10 11 11 11 10 0.9 0.9 1.0
Australia : 07 07 07 08 08 08 08 08 08 0.8 0.8 0.8 0.8 0.8
Other Oceania $:03 03 02 02 02 0.2 02 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Africa : 41 45 46 49 50 51 55 59 62 6.6 T4 7.5 T5 7.6
World total :72.1 T4 5.8 T8.5 8.1 TT.1 T9.2 8.6 8.2 9.0 8.2 88.8 91.9 92.6

1/ Includes Hawaii,
Source: International Sugar Organization, Sugar Year Book, Lordon, Frgland. 1975, 1978, 1982, and 1983.
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Appendix table 3—World net exports of centrifugal sugar, by country or region

Country s : : : : : : : : : : : : :
or : 1970 ¢ 1971 : 1972 : 1973 : 1974 : 1975 : 1976 : 1977 : 1978 : 1979 : 1980 : 1981 : 1982 : 1983
region : : : : : H : : : : : : : H
: Million metric tons, raw value

Baropean Coammnity ¢ NJ. NI, NI, NJ. NJI. NJI. N.I. 1.0 1.9 2.1 2.9 4.0 4,2 3.4
Soviet Union : NI, NI, NJI. NJI. NJI, NI. NI, NI. NI, NJI. NJI. NJI. NI, NI,
Other Burope s 0.5 0.2 0.6 0.5 0.2 0.3 0.5 0.4 0.6 0.4 0.6 0.2 0.4 0.7
Brazil : 1.1 1.2 2.6 3.0 2.3 1.7 1.3 2.5 1.9 1.9 2.7 2.7 2.8 2.8
Other South America : 1.1 1.2 1.5 1.4 1.7 1.3 1.1 1.7 1.2 1.3 1.2 1.2 1.0 1.3
India s 0.3 0.4 0.1 0.2 0.5 1.0 0.9 0.3 0.7 0.7 N.I. N.I. 0.5 0.8
China ¢ NI, NJ, NJI, NJI. NJI. NJI. NJI. NJI. NI. NJI. NI, NJI. NI. NI,
Japan N.I. N, I. N.JI. NJ. NJI. N.JI. NJI. N.JI. NJI. NI. NI, NJI. NI, N.I.
Philippines : 1.2 1.4 1.3 1.5 1.6 1.0 1.5 2.6 1.1 1.2 1.8 1.3 1.3 1.0
Thailand L V4 0.1 0.4 0.3 0.6 0.7 1.1 1.7 1.0 1.2 0.4 1.2 2.0 1.2
Other Asia : 0.6 0.6 0.5 0.4 0.6 0.4 0.6 0.5 0.5 O.u4 0.4 0.2 0.4 0.4
Cuba : 6.9 5.5 4.1 4.8 5.5 5.7 5.8 6.2 7.2 7.3 6.2 T.1 7.6 6.8
Mexico : 0.6 0.6 0.6 0.6 0.5 0.2 1/ 0.0 1/ 1 N.I. NI, N.I. N.I.
Other Central Amerdica : 1.8 2.1 2.4 2.2 2.2 2.2 2.3 2.5 2.2 2.3 1.8 1.8 1.9 2.2
United States 2/ N.I. N.I. NJI. NJI, NJI., NJI., NJI. NI, NI. NI. NI. NI, NJI. NI,
Other North America N.I. N.I. NJI. NJI. NJI. N.J. NJI, NJI. NJI. NJI. NJI. NI. NI, N.I.
Australia s 1.7 1.8 2.3 2.1 1.8 2.0 2.6 3.0 2.0 2.0 2.4 3.0 2.5 2.4
Other Oceania : 0.3 0.3 0.3 0.3 0.3 0.2 0.3 0.3 0.3 0.4 0.4 0.4 0.4 0.4
Africa : 2.0 20 2.3 2.2 2.1 1.7 2.0 2.7 1.8 2.2 2.3 2.0 2.3 1.9
World total :18.1 17.4 19.0 19.5 19.9 184 20.0 25.4 22,4 23.4 23.1 5.1 27.3 2.3

N.I. denotes net importer.

1/ Less than 100,000 metric tons, raw value.

2/ Includes Hawaii,

Source: International Sugar Organization, Sugar Year Book. London, Englard.

1975, 1978, 1982, and 1983.
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Country : : : : : : : : : : : : - :
or :1970:1971:19’{2:1973:1974:1975:19’76:19’?’7:1978:19'79;1980:1981:1982:1983
region : : : : : : : : : : : : : :
: Million metric tons, raw value

European Communi ty : 0.1 0.1 0.8 0.8 0.1 N.I. 1.2 24 3.3 3.4 4,2 5.3 5.5 4.8
Soviet Union : 1.1 1.1 N.I. N.I. 0.1 N.JI, NJI. NJI., NJI. NJI, N.JI. NJI. NJI. N.I.
Other Burope : 1.4 0.6 0.9 0.9 0.7 0.4 0.6 0.5 0.9 0.6 0.9 0.4 0.7 1.1
Brazil : 1.1 1.1 26 3.0 2.3 1.7 1.3 2.5 1.9 1.9 27 27 28 2.8
Other South America : 0.9 1.0 1.3 1.2 1.5 1.1 0.9 1.5 1.0 1.2 1.0 1.0 0.8 1.2
India : 0.3 0.3 0.1 0.2 0.5 .0 0.9 0.2 0.7 0.7 NJI. NI, 0.5 0.8
China H V4 0.1 N.JI. NJI, NI, NI, NI, NI. NI, NJI. NJI. NJI. NJI. N.I.
Japan ¢ NI NI. NJI. NI, NI, NJI. NJI. NJI. NJI, NJI. NJI. N.JI. N.JI. N.I.
Philippines : 1.2 1.4 1.3 1.5 1.6 1.0 1.5 2.6 1.1 1.2 1.8 1.3 1.3 1.0
Thailand I V4 0.1 0.4 0.3 0.6 0.7 1.1 1.7 1.0 1.2 0.4 1.2 2.0 1.2
Other Asia : 0.6 0.7 05 0.4 0.5 0.4 0.6 0.6 0.4 0.4 0.4 0.2 04 0.4
Cuba : 2.1 2.2 1.8 1.8 2.2 1.7 1.4 1.5 2.1 2.1 2.2 2.2 1.7 1.7
Mexico : 0.6 0.6 0.6 0.6 0.5 0.2 174 0,0 1/ v NJI. NJI, N.JI. N.I.
Other Central America : 1.5 1.7 2.0 1.8 1.9 1.8 2.0 2.1 1.8 2.0 1.6 1.6 1.6 1.9
United States 2/ :NI. NJI, NJI. NJI. NJI, NI, NI, NJI. NJI. NI, NI, N.JI, NJI. N.I.
Other North America : N.I. N.JI. NJI. NJI. NJI. NJI. NI, NI, NI. NJI. NI. NJI. NJI. N.I.
Australia ¢ 1.7 .8 2.3 2.1 1.8 2.0 2.6 3.0 2.0 2.0 2.4 3.0 2.5 2.4
Other Oceania ¢t 0,2 0.2 0.2 0.2 0.2 0.1 0.1 0.1 0.1 0.2 0.3 0.2 0.3 0.2
Afyica : 1.4 1.4 1.8 1.7 1.6 1.1 1.3 2.0 1.2 1.4 1.5 1.4 1.5 1.0
World total - +13.9 W.Ah 16.6 16.5 16.1 13.2 155 20.7 17.5 18.3 19.4 20.5 21.6 20.5

N.I. demotes net importer.

1/ Less than 100,000 metric tons, raw value.

2/ Includes Hawaii.

Source: International Sugar Organization, Sugar Year Book. London, England. 1975, 1978, 1982, and 1983.
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Appendix table 5—¥World net imports of centrifugal sugar, by country or region

Country : : : : : : : : : : : : : :
or : 1970 : 1971 : 1972 : 1973 : 1974 : 1975 : 1976 : 1977 : 1978 : 1979 : 1980 : 1981 : 1982 : 1983
region : : H : : : H : : : : : : :
H Million metric tons, raw value

Buropean Camunity : 1. 10 o4 03 10 14 0.2 NE NE, NE NE. NE NE. NE,
Soviet Union : 1.5 0.1 .9 26 1.7 3.2 3.7 47 3.8 38 48 5.0 T.1 5.9
Other Rarope : 1.9 2.1 9 21 24 20 20 1.7 1.3 15 15 19 1.4 16
Brazil : NNE. N.E. NE NE NE NE NE NE NE NE NE NE NE NE
Other South America : 0.1 0.2 03 03 02 02 02 06 06 06 07 0.8 0.8 0.7
India : NNE. NE. NE. NE NE NE NE NE NE NE 0.1 0.1 NE. NE
China : 04 03 06 06 O 0.2 05 1.5 .3 09 07 1.0 24 1.6
Japan : 2.5 2.4 2.7 2.4 2.8 2.4 2.5 2.8 2.4 2.7 2.3 1.6 2.2 1.9
Philippines : NNE. N.E. NE N.E., NE NE NE NE. NE, NE NE. NE, NE. NE.
Thailand : NE NE. NE NE. NE NE NE NE NE NE NE NE NE. NE
Other Asia : 28 31 27 35 29 3.1 27 39 44 48 149 5.1 5.2 4.3
Cuba + NE. NE. N.E NE NE NE NE. NE NE. NE NE NE NE NE
Mexico : NNE. N.E. NE. NE. NE NE. NE NE. NE. N.E 0.8 0.7 05 0.8
Other Central America : 1/ 174 174 1/ 1/ 1 1/ 174 1 174 1 1/ 0.1 0.1
United States 2/ : 48 51 50 48 52 33 42 53 42 44 32 3.7 23 25
Other North Amerdca : 1.0 09 10 10 09 110 09 10 10 110 09 0.8 0.8 0.9
Australia : NE. NE NE. NE NE NE NE. NE. NE. NE NE NE, NE, NE
Other Oceania : 02 02 02 02 02 02 0.2 0.2 0.2 02 0.2 02 0.2 0.2
Africa : 15 16 17 17 18 16 19 22 29 26 3.0 3.3 3.3 3.1
World total :17.7 17.0 184 19.5 19.5 186 19.0 23.9 2.1 25 23.1 242 26.3 23.6

N.E. denotes net exporter.

1/ Less than 100,000 metric tons, raw value.

2/ Includes Hawaii.

Source: International Sugar Organization, Sugar Year Book., London, Englard.

1975, 1978, 1982, and 1983.
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Appendix table 6~World net imports of centrifugal sugar from the free market, by country or region

Country : : : : : : : : : : : : : :
or ¢ 1970 : 1971 ¢ 1972 : 1973 : 1974 : 1975 : 1976 : 1977 : 1978 : 1979 : 1980 : 1981 : 198 : 1983
region : : : : : : : : : : : : :
Million metric tons, raw value

BEuropean Community : NNE. N.E. N.E. N.E. NE 0.2 NE, NE., NE. NE. NE. NE. NE. N.E,
Soviet Union : NNE. N.E, 0.8 1.0 N.E. 0.2 0.6 1.1 0.1 0.2 2.2 2.0 2.9 2.9
Other Burope ¢ 1.1 1.2 1.5 1.7 1.9 1.6 1.4 1.2 0.9 1.0 1.1 1.1 1.0 1.0
Brazil ¢ NE. NE. NE. NE, NE NE NE NE NE. NE. NE. NE. NE. N.E,
Other South America : 0.1 0.2 0.3 0.3 0.2 0.2 0.2 0.6 0.6 0.6 0.7 0.8 0.7 0.7
India ¢ NNE. N.E. NE. NE. NE. NE NE NE. NE. NE. 0.2 0.1 N.E. N.E.
China : N.E.  N.E, 0.3 0.3 1 1/ 0.2 1.3 0.8 0.4 0.2 0.5 1.8 0.9
Japan : 2.5 2.4 2.7 2.4 2.8 2.4 2.5 2.8 2.4 2.7 2.3 1.6 2.2 1.9
Philippines : NNE. NE. NE NE NE NE NE NE NE NE. NE. NE. NE. NE,
Thailand : NE. NE,  NE NE NE NE NE NE NE NE. NE. NE, NE. N.E.
Other Asia : 2.5 2.8 2.6 3.2 2.7 2.9 2.6 3.7 4,2 4.6 b7 4.9 5.0 4.1
Cuba ¢ NE. NE NE. NE NE NE. NE NE NE NE NE. NE. NE N.E.
Mexico : NE. NE. NE. NE, NE. NE. NE. NE. NE. N.E, 0.7 0.7 0.5 0.8
Other Central America : 1/ 1/ 1/ 1 1/ 1/ 1/ 1/ 1/ 1/ 0.1 0.1 0.1 0.2
United States 2/ s W7 5.0 4,9 4.8 5.2 3.3 4.2 5.3 4.2 4.u 3.2 3.7 2.3 2.5
Other North America : 1.0 0.9 1.0 1.0 0.9 1.0 0.9 1.0 1.0 1.0 0.9 0.8 0.8 0.9
Australia ¢ NE NE NE NE NE NE NE. NE, NE, NE. NE. NE, NE., N.E.
Other Oceania : 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Africa ¢ 1.5 1.6 1.7 1.7 1.8 1.6 1.9 2,2 2.9 2.6 3.0 3.3 3.3 3.1
World total :13.6 14.3 16.0 16.6 15.7 13.6 1.7 19.4 17.3 17.7 19.5 19.8 20.8 19.2

N.E. denotes net exporter.

1/ Less than 100,000 metric tons, raw value.

2/ Includes Hawaii.

Source: International Sugar Organization, Sugar Year Book. London Englard,

1975, 1978, 198, and 1983.
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